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OATH OR AFFIRMATION
1, ThomasR. Palasits , swear (or affirm) that, to the best of '

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Royce Fund Services

of March 31 ,2019

, as

, are true and correct. I further swear (or affirm} that
neither the company nor any partner, proprietor, principal officer or director has any propnetary interest in any account
classified solely as that of a customer, except as follows:
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Th é{'éﬂgﬁ E"* contains (check all applicable boxes):

H (a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss) or, if there is other comprehensive income in the period(s) presented, a Statement
of Comprehensive Income (as defined in §210.1-02 of Regulation S-X).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors® Capital.

| | (© Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

[ | (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

|| (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

D (j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

D (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

| | (m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit,

**FEor conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Report of Independent Registered Public Accounting Firm

To the Board 6f Directors and Members of Royce Fund Services, LLC
Opinion on the Financial Statements

We have audited the accompanying statement of financial condition of Royce Fund Services, LLC (the
“Company”) as of March 31, 2019, and the related statement of income, changes in member’s equity and
cash flows for the year then ended, including the related notes (collectively referred to as the “financial
statements”). In our opinion, the financial statements present fairly, in all material respects, the
financial position of the Company as of March 31, 2019, and the results of its operations and its cash
flows for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

Basis for Opinion

These financial statements are the responsibility of the Company’s management. Our responsibility is to
express an opinion on the Company’s financial statements based on our audit. We are a public
accounting firm registered with the Public Company Accounting Oversight Board (United States)
(PCAOB) and are required to be independent with respect to the Company in accordance with the U.S.
federal securities laws and the applicable rules and regulations of the Securities and Exchange
Commission and the PCAOB.

We conducted our audit of these financial statements in accordance with the standards of the PCAOB.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement, whether due to error or fraud.

Our audit included performing procedures to assess the risks of material misstatement of the financial
statements, whether due to error or fraud, and performing procedures that respond to those risks. Such
procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the
financial statements. Our audit also included evaluating the accounting principles used and significant
estimates made by management, as well as, evaluating the overall presentation of the financial
statements. We believe that our audit provides a reasonable basis for our opinion.

Supplemental Information

The Computation of Net Capital under 15¢3-1 of the Securities and Exchange Commission has been
subjected to audit procedures performed in conjunction with the audit of the Company’s financial
statements. The supplemental information is the responsibility of the Company’s management. Our
audit procedures included determining whether the supplemental information reconciles to the financial
statements or the underlying accounting and other records, as applicable, and performing procedures to
test the completeness and accuracy of the information presented in the supplemental information. In
forming our opinion on the supplemental information, we evaluated whether the supplemental

PricewaterhouseCoopers LLP, 100 East Pratt Street, Suite 2600, Baltimore, MD 21202-1096
T: (410) 783 7600, F: (410) 783 7680, www.pwc.com/us
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information, including its form and content, is presented in conformity with Rule 17a-5 under the
Securities Exchange Act of 1934. In our opinion, the Computation of Net Capital under 15¢3-1 of the
Securities and Exchange Commission is fairly stated, in all material respects, in relation to the financial
statements as a whole.

//'DJWW&GW LLP

Baltimore, MD
May 29, 2019

We have served as the Company's auditor since 2002.



Royce Fund Services, LLC
(an indirectly owned subsidiary of Legg Mason, Inc.)
Statement of Financial Condition

March 31, 2019
ASSETS
Cash and cash equivalents $ 5,415,577
Receivables:
Distribution fees 541,621
Other receivables 231,461
Other assets 37,486
Total assets $ 6,226,145

LIABILITIES AND MEMBERS’ EQUITY

Liabilities:
Accounts payable $ 32,160
Accrued distribution fees 814,923
Total liabilities 847.083

Commitments and contingencies (Note 4)

Members’ equity: 5,379,062

Total Liabilities and Members’ equity $ 6,226,145




Royce Fund Services, LL.C
(an indirectly owned subsidiary of Legg Mason, Inc.)
Statement of Income

For the Year Ended March 31, 2019

Revenues:
Distribution fees, net of waivers $ 10,454,095
Interest income 84,682
Total revenues 10,538,777
Expenses:
Third party distribution fees and other direct costs 10,009,214
Amortization of deferred sales commission 123,816
Administrative fees and other expenses 417,560
Total expenses 10,550,590
Income before income tax provision (11,813)
Income tax provision 0
Net Income $ (11,813)

See accompanying notes to the financial statements
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Royce Fund Services, LLC

(an indirectly owned subsidiary of Legg Mason, Inc.)
Statement of Changes in Members’ Equity
For the Year Ended March 31, 2019

Total
Members’

Equity
Balance at March 31,2018 - $ 5,390,875

Net Income (11,813)

Balance at March 31, 2019 $ 5,379,062

See accompanying notes to the financial statements
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Royce Fund Services, LLC
(an indirectly owned subsidiary of Legg Mason, Inc.)

Statement of Cash Flows
For the Year Ended March 31, 2019

Cash flows from ope'rating activities:

Net income
$ (11,813)
Non-Cash Items not included in Net Income:
Amortization of deferred sales commission 123,816
Net changes in assets and liabilities:
Distribution fees receivable 165,160
Other receivables 71,260
Other assets 2,585
Prepaid Expenses (74,051)
Accrued distribution fees (482,156)
Accounts payable & Accrued expenses (404)
Cash used by operating activities (205,603)
Net increase in cash and cash equivalents (205.603)
Cash and cash equivalents at the beginning of the year 5,621,180
Cash and equivalents at the end of the year $ 5,415,577




Royce Fund Services, LLC
(an indirectly owned subsidiary of Legg Mason, Inc.)

Notes to Financial Statements for the Year Ended March 31, 2019

1. Summary of Significant Accounting Policies

A. Organization
Royce Fund Services, LLC (the “Company”) is registered as a broker-dealer in securities
under the Securities Exchange Act of 1934 and is a member of the Financial Industry
Regulatory Authority, Inc. The Company, a wholly owned subsidiary of Royce &
Associates, LP (the “Parent™), which is a subsidiary of Legg Mason, Inc. (“Legg
Mason”), is the distributor of shares of The Royce Funds and The Royce Capital Funds,
which are open-end registered investment companies with multiple portfolios (hereinafter
referred to as the “Funds”).

B. Operations
Under a distribution agreement with the Funds, the Company seeks to promote the sale
and/or continued holding of shares of such Funds through a variety of activities,
including advertising, direct marketing, servicing investors and introducing parties on an
ongoing basis. The Company pays commissions and other fees to certain broker-dealers
who have introduced investors to certain of the Funds.

As compensation for its services, the Company is entitled to receive from the average net
assets of the Consultant Classes of Royce Pennsylvania Mutual, Opportunity, Micro Cap,
Total Return, Premier, Special Equity, Special Equity Multi Cap, Small/MidCap Premier,
Small Cap Value, Smaller Companies Growth, International Premier and Dividend Value
Funds, a monthly fee equal to 1% per annum of their respective fund assets. The
Company is also entitled to receive 0.25% per annum of the respective average net assets
of the Service Class of Royce Pennsylvania Mutual, Opportunity, MicroCap Opportunity,
Micro-Cap, Total Return, Premier, Special Equity, Low-Priced Stock, Small/MidCap
Premier, Small Cap Value, Smaller Companies Growth, Small Cap Leaders, Dividend
Value, Global Financial Services, International Micro Cap, International Premier and
Special Equity Multi Cap Funds as well as Royce Capital Fund Micro-Cap and Small-
Cap Portfolios. The Company is also entitled to receive 0.50% per annum of the
respective average net assets of the R Class of Pennsylvania Mutual, Opportunity, Total
Return, Premier, Low-Priced Stock, Small/MidCap Premier, Small Cap Value, Small Cap
Leaders and International Premier funds. The Company is also entitled to receive a
0.25% per annum of the respective average net assets of the K Class of Royce
Pennsylvania Mutual, Opportunity, Total Return and Small Cap Value.



Royce Fund Services, LLC
(an indirectly owned subsidiary of Legg Mason, Inc.)
Notes to Financial Statements for the Year Ended March 31, 2019

For the year ended March 31, 2018, the Company voluntarily waived (recaptured) fees
from the following classes of shares:

Service Class

Royce Low-Priced Stock $ 19,025
Royce Premier 24,308
Royce Heritage 138,931
Royce Financial Services 9,513
Royce Total Return : 51,612
Royce International Micro-Cap 5.056

$ 248,445

Because the Company serves as distributor only for mutual funds managed by the Parent,
the Parent provides administrative services to the Company at no cost. Therefore, the
Company’s results from operations may not be indicative of the results of operations of a
stand alone company. '



Royce Fund Services, LLC

(an indirectly owned subsidiary of Legg Mason, Inc.)
Notes to Financial Statements for the Year Ended March 31, 2019

C.

Fair Value of Financial Instruments

Accounting guidance for fair value measurements defines fair value and establishes a fair
value hierarchy that prioritizes the inputs for valuation techniques used to measure fair
value. The fair value hierarchy gives the highest priority to quoted prices in active
markets for identical assets or liabilities (level 1). Level 2 of the hierarchy applies to
financial instruments for which prices are quoted for similar assets and liabilities in active
markets and the lowest priority, level 3, applies to financial instruments for which the
values are based on unobservable inputs. Other than cash equivalents, which are level 1
financial instruments, the Company has no other financial instruments recorded at fair
value.

Cash and Cash Equivalents

Cash equivalents at March 31, 2019 are short-term, highly liquid investments that, when
purchased, have an original maturity of 90 days or less. The carrying amount of cash
equivalents approximates fair value. The Company maintains cash in bank accounts,
which at times, may exceed federally insured limits. The Company believes it has
minimal credit risk with respect to those accounts.

Revenue Recognition

Effective April 1, 2018, the Company adopted updated accounting guidance on revenue
recognition which provides a single, comprehensive revenue recognition model for all
contracts with customers, improves comparability and removes inconsistencies in
revenue recognition practices across entities, industries, jurisdictions, and capital
markets. The guidance also specifies the accounting for certain costs to obtain or fulfill a
contract with a customer and revises the criteria for determining if an entity is acting as a
principal or agent in certain arrangements. The adoption of the updated guidance did not
result in significant changes to the Company’s prior revenue recognition practices.

The Company adopted the updated guidance on a modified retrospective basis for any
contracts that were not complete as of April 1, 2018 and recognized the cumulative effect
of initially applying the updated guidance for certain deferred sales commissions as an
adjustment to the opening balance of member’s equity totaling $49,765. Additionally, as
a result of updated accounting guidance, the Company elected to expense previously
deferred sales commissions with amortization periods of one year or less on a go forward
basis as a practical expedient.

Distribution and Service Fees Revenue and Expense

Distribution and service fees represent fees earned from funds to reimburse the distributor
for the costs of marketing and selling fund shares and servicing proprietary funds and are
generally determined as a percentage of client assets. Reported amounts also include fees
earned from providing client or shareholder servicing, including record keeping or



Royce Fund Services, LL.C
(an indirectly owned subsidiary of Legg Mason, Inc.)

Notes to Financial Statements for the Year Ended March 31, 2019

administrative services to proprietary funds. Distribution and service fees earned on
Parent-sponsored investment funds are reported as revenue. Distribution services and

marketing services are considered a single performance obligation as the success of
selling the underlying shares is highly dependent upon the sales and marketing efforts.
Ongoing shareholder servicing is a separate performance obligation as these services are
not highly interrelated and interdependent on the sale of the shares. Fees earned related to
distribution and shareholder serving are considered variable consideration because they
are calculated based on the average market value of the fund. The average market value
of the fund is subject to change based on fluctuations and volatility in financial markets,
and as such, distribution and shareholder service fees are generally constrained until the
end of the month or quarter when the actual market value of the fund is known and the
related revenue is no longer subject to a significant reversal. Therefore, distribution and
service fees are generally included in the transaction price at the end of each monthly or
quarterly reporting period and are allocated to the two performance obligations based on
the amount specified in each agreement. While distribution services are largely satisfied
at the inception of an investment, the ultimate amounts of revenue are subject to the
variable consideration constraint. Accordingly, a portion of distribution and service
revenue will be recognized in periods subsequent to the satisfaction of the performance
obligation. Certain fund share classes only charge for distribution services at the
inception of the investment based on a fixed percentage of the share price. This fixed
price is allocated to the performance obligation, which is substantially satisfied at the
time of the initial investment. Recognition of distribution and service fee revenue under
the updated guidance is consistent with the Company’s prior revenue recognition process.

When the Company enters into arrangements with broker-dealers or other third parties to
sell or market proprietary fund shares, distribution and servicing expense is accrued for
the amounts owed to third parties, including finders’ fees and referral fees paid to
unaffiliated broker-dealers or introducing parties. Distribution and servicing expense also
includes payments to third parties for certain shareholder administrative services.

F. Use of Estimates
The financial statements are prepared in accordance with accounting principles generally
accepted in the United States of America that require management to make assumptions
and estimates that affect the amounts and disclosures presented. Actual results could
differ from those estimates and the differences could have a material impact on the
financial statements.

2. Income Taxes

The company is a disregarded limited liability company of its Parent, Royce & Associates, LP. The
Company is a nontaxable entity for federal and state purposes. The Company’s income will be
combined with its Parent and subject to Unincorporated Income Tax (UBT) in New York City. The
provision for state income taxes is determined as if the Company filed a spate return for the entire
year. The provision for income taxes (benefit) consists of:



Royce Fund Services, LLC
(an indirectly owned subsidiary of Legg Mason, Inc.)
Notes to Financial Statements for the Year Ended March 31, 2019

UBT provision 0
$0

The Company has determined that it has no material uncertain tax positions for the year ended March
31, 2019. The federal and state partnership returns filed by the Parent are subject to examination by
the respective tax authorities. The following tax years remain open for each of the more significant
jurisdictions where the Company is subject to income tax: after fiscal year 2017 for U.S. federal tax
returns and after fiscal year 2016 for New York State Partnership Returns and New York City UBT

returns.
Regulatory Requirements

The Company is subject to the Securities and Exchange Commission’s (“SEC”) Uniform Net
Capital Rule pursuant to Rule 15¢3-1 (the “Rule”), which requires the maintenance of
minimum net capital of $5,000 or 6-2/3% of total aggregate indebtedness, whichever is
greater, and requires that the ratio of aggregate indebtedness to net capital, both as defined,
shall not exceed 15 to 1 (or 1500%). Net capital and the related ratio of aggregate
indebtedness to net capital, as defined, may fluctuate on a daily basis.

As of March 31, 2019, the Company had net capital of $5,102,154 which was $5,045,682 in
excess of required capital of $53,532. The Company’s percentage of aggregate indebtedness
to net capital was 16.6%.

The Company is exempt from the SEC’s Customer Protection Rule (“Rule 15¢3-3”). Section
(k)(1) of Rule 15¢3-3 allows for this exemption because the company’s business is limited to

the distribution of mutual funds.

4. Commitments and Contingencies

In the normal course of business the Company enters into contracts that contain a variety of
representations and warranties, and which provide general indemnifications. The Company’s
maximum exposure under these arrangements is unknown, as they would involve future
claims that may be made against the Company that have not yet occurred.

Related Party Transactions

The Company has an expense sharing agreement with the Parent whereby the Parent assumes
expenses related to Marketing, Accounting and Distribution Services on behalf the Company.
During the fiscal year ended March 31, 2019 the Parent assumed $1,739,092 of expenses,

therefore the results differ from those that would have achieved had the company operated as

an independent entity.
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Royce Fund Services, LL.C
(an indirectly owned subsidiary of Legg Mason, Inc.)
Notes to Financial Statements for the Year Ended March 31, 2019

As described in Note 2, the Company’s income taxes are reported as part of the Legg Mason
consolidated federal and certain state income tax returns. Legg Mason also files other
separate state income tax returns on behalf of the Company. The Company settles with Legg

Mason for any federal or state income tax payments or receipts relating to the Company on a
quarterly basis.

6. Subsequent Events

The Company has evaluated all subsequent events through May 29, 2018, the issuance date
of the financial statements

-11 -



SUPPLEMENTAL SCHEDULE



Royce Fund Services, LLC

(an indirect owned subsidiary of Legg Mason, Inc.)

Computation of Net Capital Under Rule 15¢3-1 of the Securities and Exchange

Commission
March 31, 2019

Total Members’ Equity

Deductions and/or charges
Other receivables
Other assets
Total non-allowable assets

Other deductions and/or charges
Total deductions and/or charges

Net capital before haircuts on securities positions
Haircuts on securities positions

Net capital

Computation of basic aggregate indebtedness
and net capital requirement

Computed net capital required (6-2/3% of total
Aggregate indebtedness)
Minimum dollar net capital requirement

Net capital requirement

Excess net capital

Total aggregate indebtedness

Percentage of aggregate indebtedness to net capital

Statement Pursuant to Paragraph (d)(4) of SEC Rule 17a-5

$ 220,568
$ 56,339

$ 276,907
0

$56,472

5,000

5,379,062

276,907

5,102,155
0

5,102.155

56,472

5,045,683

847,083

16.6%

There are no material differences between this computation of net capital and the corresponding

computation prepared by Royce Fund Services, LLC and included in its amended Part IIA

FOCUS filing as of May 29, 2019.
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Royce Fund Services, LLC Exemption Report

Royce Fund Services, LLC (the “Company”) is a registered broker-dealer subject to Rule 17a-5
promulgated by the Securities and Exchange Commission (17 C.F.R. §240.17a-5, “Reports to be
made by certain brokers and dealers”). This Exemption Report was prepared as required by 17
C.F.R. § 240.17a-5(d)(1) and (4). To the best of its knowledge and belief, the Company states the
following:

(1) The Company claimed an exemption from 17 C.F.R. § 240.15¢3-3 under the following
provisions of 17 C.F.R. § 240.15¢3-3 (k): (1).

(2) The Company met the identified exemption provisions in 17 C.F.R. § 240.15¢3-3(k)
throughout the most recent fiscal year without exception.

Royce Fund Services, LLC.

I, Thomas R. Palasits, swear (or affirm) that, to my best knowledge and belief, this Exemption

Report i57e and correct,
ALl
-

s/s { il

Chief Financial Officer

May 29, 2019




Report of Independent Registered Public Accounting Firm

To the Board of Directors and Members of Royce Fund Services, LLC

We have reviewed Royce Fund Services, LLC’s assertions, included in the accompanying Royce Fund
Services, LLC Exemption Report, in which (1) the Company identified 17 C.F.R. § 240.15¢3-3(k)(1) as the
provision under which the Company claimed an exemption from 17 C.F.R. § 240.15¢3-3 (the "exemption
provision") and (2) the Company stated that it met the identified exemption provision throughout the
year ended March 31, 2019 without exception. The Company’s management is responsible for the
assertions and for compliance with the identified exemption provision throughout the year ended March
31, 2019.

Our review was conducted in accordance with the standards of the Public Company Accounting
Oversight Board (United States) and, accordingly, included inquiries and other required procedures to
obtain evidence about the Company’s compliance with the exemption provision. A review is substantially
less in scope than an examination, the objective of which is the expression of an opinion on
management's assertions. Accordingly, we do not express such an opinion.

Based on our review, we are not aware of any material modifications that should be made to
management's assertions referred to above for them to be fairly stated, in all material respects, based on
the provisions set forth in paragraph (k)(1) of 17 C.F.R. § 240.15¢3-3.

//DMWMMGWV LLf

May 29, 2019

PricewaterhouseCoopers LLP, 100 East Pratt Street, Suite 2600, Baltimore, MD 21202-1096
T: (410) 783 7600, F: (410) 783 7680, www.pwc.com/us



Report of Independent Accountants

To Management of Royce Fund Services, LLC

In accordance with Rule 17a-5(e)(4) of the Securities Exchange Act of 1934 and with the SIPC Series 600
Rules, we have performed the procedures enumerated below, which were agreed to by Royce Fund
Services, LLC and the Securities Investor Protection Corporation (“SIPC”) (collectively, the “specified
parties”) with respect to the accompanying General Assessment Reconciliation (Form SIPC-7) of Royce
Fund Services, LLC for the year ended March 31, 2019, solely to assist the specified parties in evaluating
Royce Fund Services, LLC's compliance with the applicable instructions of the General Assessment
Reconciliation (Form SIPC-7). Management is responsible for Royce Fund Services, LLC's compliance
with those requirements. This agreed-upon procedures engagement was conducted in accordance with
attestation standards established by the Public Company Accounting Oversight Board (United States)
and in accordance with attestation standards established by the American Institute of Certified Public
Accountants. The sufficiency of these procedures is solely the responsibility of the parties specified in
this report. Consequently, we make no representation regarding the sufficiency of the procedures
enumerated below either for the purpose for which this report has been requested or for any other

purpose.

The procedures performed and results thereof are as follows:

1. Compared the Total Revenue amount reported on page3 of the audited Form X-17A-5 for the year
ended March 31, 2019 to the Total revenue amount of $10,538,777 reported on page 2, item 2a of
Form SIPC-7 for the year ended March 31, 2019, noting no differences.

2. Compared any adjustments reported on page 2, items 2b and 2c¢ of Form SIPC-7 with the supporting
schedules and working papers, as follows:

a. Compared deductions of item 2c line 1 “Revenues from the distribution of shares of a registered
open end investment company or unit investment trust, from the sale of variable annuities, from
the business of insurance, from investment advisory services rendered to registered investment
companies or insurance company separate accounts, and from transactions in security futures
products” of $10,454;095 to “Distribution fees, net of waivers” amount reported on the
Statement of Income of the audited Form X-17A-5 for the year ended March, 31, 2019, noting no
differences.

3. Recalculated the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the
related schedules and working papers obtained in procedure 2, as follows:

a. Recalculated the mathematical accuracy of the SIPC Net Operating Revenues on page 2, line 2d
and the General Assessment @ .0015 on page 2, line 2e of $84,682 and$127.02, respectively of
the Form SIPC-7, noting no differences.

b. Recalculated the mathematical accuracy of the “Total assessment balance and interest due (or
overpayment carried forward) of $91.11 on page 1, line 2F of the Form SIPC-7, noting no
differences.

PricewaterhouseCoopers LLP, 100 East Pratt Street, Suite 2600, Baltimore, MD 21202-1096
T: (410) 783 7600, F: (410) 783 7680, www.pwc.com/us
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4. Compared the amount of any overpayment applied to the current assessment on page 1, item 2C of
Form SIPC-7 of $35.91 with page 1, item 2H of the Form SIPC-7 filed for the prior period ended
March 31, 2018 of $92.51 on which it was originally computed, noting a difference of $56.60 due to
the general assessment Form SIPC-6 filed on October 17, 2018 as noted on page 1, line 2A of current
year Form SIPC-6, noting no differences. ‘

We were not engaged to and did not conduct an examination or review, the objective of which would be
the expression of an opinion or conclusion, respectively, on the Company's preparation of Form SIPC-7
in accordance with the applicable instructions. Accordingly, we do not express such an opinion or
conclusion. Had we performed additional procedures, other matters might have come to our attention
that would have been reported to you.

This report is intended solely for the information and use of management, the Board of Directors and

members of Royce Fund Services, LLC and the Securities Investor Protection Corporation and is not
intended to be and should not be used by anyone other than these specified parties.

//)WMGW LLP

Baltimore, MD
May 29, 2019



